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April 8, 1949 


KELLOGG COMPANY 

BATTLE CREEK, MICHIGAN 


To the Stockholders: 

We are pleased to present herewith the Annual Report of Kellogg Company and its subsidiary companies for the year 
ended December 31, 1948, the greatest year for both sales and earnings in Kellogg’s history. 

Consolidated net earnings for the year 1948 amounted to $9,501,064, or $4.35 per share, as compared to $5,410,751, 
or $2.48 per share for the previous year, an increase of 75%. The total of all taxes paid or accrued for the year 1948 
amounted to $7,599,751, equivalent to $3.48 per share, as compared with $4,425,247, or $2.02 per share for the year 1947. 

Consolidated net sales for the year 1948 amounted to $104,968,734, representing a substantial increase in dollar sales 
and also an increase in total tonnage. Consumer prices for Kellogg products are still only 51% above 1939 levels, while 
food prices generally are now 113% higher, according to United States Bureau of Labor Statistics reports. There have been 
no major increases in the prices of our products during the year 1948. 

The continuing growth and improved earnings record of your Company are reflected in the table included with this 
report, showing net sales, earnings before and after taxes on income, and dividends for the last five years. Dividends paid 
to stockholders were increased from the rate of $1.25 per share which had been paid annually since the year 1942 to $2.00 
per share which was paid during the year 1948. 

The Consolidated Balance Sheet is submitted herewith in comparative form for the years ending December 31, 1947 
and December 31, 1948. Net working capital increased from $11,268,113 at the end of 1947 to $14,673,957 at the end of \ 948. 
Inventories as at December 31, 1948 are shown at an amount of $186,299 less than cost as a result of the use of the “Last- 
in, First-out” method of valuing certain raw materials included therein, adjusted with respect to market values as at that 
date. 


While the increase in net profits and total dollar sales was substantial, your Company finds itself in much the same 
situation as its stockholders and employees in that the purchasing power of the dollar has substantially declined. In our 
report to you for the year 1947 we stated that certain projects in our expansion and rehabilitation program had been deferred. 
After reviewing the situation further, however, your Board of Directors and Management felt that it was desirable to con¬ 
tinue this program, even in the face of extremely high costs, in order that it would be possible to meet increasing competi¬ 
tive conditions. In this connection our investment in plant and equipment increased $2,130,268 during the year 1948. The 
major items included in this program consisted of an additional Corn-Soya manufacturing unit, the building of a plant in 
South Africa, substantial increases in productive capacities in our plants in Canada, Great Britain, and Australia, and the 
construction of a new feed mill and dog food plant at Battle Creek. These projects will be completed during this year and, 
together with other plant rehabilitation and improvements now under consideration, will probably entail an expenditure of 
approximately $7,500,000. 

Our foreign subsidiaries in Canada. England and Australia continue to enjoy substantially expanding business and 
earnings, and dividends are being received therefrom regularly in United States dollars. Sales to other export countries in 
1948 reflected the continued drastic shortage of dollar exchange in world markets. During the year 1948, a new wholly-owned 
subsidiary; namely, Kellogg Company of South Africa (Proprietary), Limited, was formed and a plant for the manufacture of 
the Company’s major products is now under construction near Johannesburg. South Africa, under the supervision of Mr. 
Wayne Fredericks of the Battle Creek Engineering Staff. The plant is expected to be in operation about the middle of 1949, 
and will serve to protect an established business which was threatened by new import controls in that country. This opera¬ 
tion will be under the direction of Mr. Harry McEvoy as Managing Director, who is also Managing Director of Kellogg 
Company of Great Britain, Limited, and Mr. John Malone as Assistant Managing Director. 

In addition to its own research activities along the lines of new and improved cereal products and manufacturing opera¬ 
tions. your Company supports The Nutrition Foundation which provides grants to universities and medical centers to finance 
fundamental research in the science of nutrition. During the year 1948 your Company also made special grants to Michigan 
State College for the establishment of Kellogg Research Farm of Michigan State College for the purpose of conducting animal, 
poultry and other feed experiments. This project is now nearing completion near Gull Lake, Michigan, and will provide 
valuable practical data to growers on the care and feeding of animals and poultry. 

Messrs. J. N. Kane, G. E. Ander, J. T. Lewis, V. E. Mitchell and O. K. Berry, formerly Division Sales Managers 
of the five Kellogg Sales Divisions in the United States, were elected Vice-Presidents of Kellogg Sales Company in charge 
of their respective divisions. Mr. L. P. Batson has been elected Assistant Managing Director of Kellogg Company of Great 
Britain. Limited; Mr. L. C. Roll was elected Assistant General Manager of Kellogg Company of Canada. Limited; and Mr. 
R. J. Dawson was elected Assistant Managing Director of Kellogg (Australia) Proprietary, Limited. A number of transfers 
between district sales offices were made in order to take advantage of increasing experience and effectiveness of the sales 
organization, and Mr. J. H. Webster was appointed District Manager of the San Francisco Office; Mr. M. L. Johnson was 
appointed District Manager of the Seattle Office; and Mr. G. W. Taylor was appointed District Manager of the St. Louis 
Office. In both the domestic and foreign operations, your Company has a stable, capable and loyal staff of employees in 
all departments of the business. We are fortunate in having such efficient men and women to carry on the daily activities 
of our Company, for its welfare and future success depend on their knowledge and skill. You may well be proud of the 
members of our staff who serve our Company so loyally and intelligently. It is a privilege to be associated with them in 
the work of the Kellogg Company. 

By Order of the Board 

Founder 



President 


KELLOGG 

(A Delawar 
AND SUBSIDE 

CONSOLIDATED BALANCE SHEET 


CURRENT ASSETS : 
Cash .. 



Accounts receivable, less allowance for doubtful accounts . 

Inventories at lower of cost (certain materials on “last-in, 
first-out” basis) or market— 

Raw materials ....-...-.— 

Finished product and materials in process .... 

Manufacturing supplies . . . 

Toted inventories .... 


Total current assets- 


LAND, BUILDINGS, MACHINERY, EQUIPMENT AND 

LEASEHOLD IMPROVEMENTS, at cost . 


c: i 


Less depreciation and amortization.-. 


PREPAID EXPENSES: 

Advertising materials and expense —.. 

Insurance premiums and other prepaid expenses... 


1947 

1948 

$ 7,530.182.85 

$14,212,049.69 

$ 4,392,165.53 

$ 3,450,%5.57 


$ 6,567,811.00 
1,573,365.22 
982,839.66 

$ 7,422,007.55 
2,386,971.82 
1,079,495.22 

$ 9,124,015.88 

$10,888,474.59 

$21,046,364.26 

$28,551,489.85 


$23,136,047.71 

12,168,017.94 

$25,266,315.29 

12,840,184.87 

$10,968,029.77 

$12,426,130.42 


$ 

562,173.53 

226,928.38 

$ 

620,297.33 

262,104.55 

$ 

789,101.91 

$ 

882,401.88 

$ 

1.00 

$ 

1.00 

$32,803,496.94 

$41,860,023.15 


PATENTS, TRADE-MARKS AND GOODWILL— 





























COMPANY 

Corporation) 

IY COMPANIES 

— DECEMBER 31, 1947 AND 1948 

CURRENT LIABILITIES: / 947 1948 

Note payable ___ $ 298,500.00 $ — 

Accounts payable _ 2,598,425.26 3,563,109.56 

Dividend payable.. _ 545,875.00 764,641.50 

Accrued payrolls, miscellaneous taxes and other accruals . 487,403.20 485,035.04 

Estimated provision for United States and foreign taxes 
on income. ......... 5,848,047.54 _ 9,064,746.26 

Total current liabilities .._.... $ 9,778,251.00 $13,877,532.36 


SURPLUS APPROPRIATED FOR PLANT IMPROVEMENT 
AND REHABILITATION, ..... $ 2,855,000.00 $ 2,855,000.00 


CAPITAL STOCK AND SURPLUS: 

Capital stock— 

Authorized 2,250,000 shares of $1 par value 

Issued 2,201,000 shares including shares in treasury _ $ 2,201,000.00 $ 2,201,000.00 

Capital surplus. .. 1.810,386.53 1,810,386.53 

Earned surplus . 16,788,859.41 21,703,264.26 

$20,800,245.94 $25,714,650.79 

Cost of shares held in treasury (17,500 shares and 16,310 

shares respectively) .. 630,000.00 587,160.00 

$20,170,245.94 $25,127,490.79 

, $32,803,496.94 $4 1,860,023.15 

























KELLOGG COMPANY 

AND SUBSIDIARY COMPANIES 

CONSOLIDATED STATEMENT OF INCOME 
AND EARNED SURPLUS 


Sales, less returns and allowances 



1948 

$104,968,734.11 


Other income . . 68,611.88 _ 95,644.64 

$89,167,570.32 $105,064,378.75 

Cost of products sold (less purchase discounts) and selling and 

administrative expenses .. 80,338,819.49 88,816,314.90 

Costs and expense accounts include $821,182 in 1947 and 
$1,034,188 in 1948 for depreciation and amortization 

$ 8,828,750.83 $16,248,063.85 


Provision for estimated United States and foreign taxes on income . 3,418,000.00 _ 6,747,000.00 

Earnings for year .. $ 5,410,750.83 $ 9,501,063.85 

Dividends — $1.25 a share in 1947 and $2.10 a share in 1948 . (2,729,375.00) (4,586,659.00) 

Reserve for taxes not required . .. 139,186.37 — 

Earned surplus at beginning of year . 13,968,297.21 _ 16,788,859.41 


Earned surplus at end of year..... . $16,788,859.41 $21,703,264.26 


NOTE TO FINANCIAL STATEMENTS 

Net current assets and prepaid expenses of the wholly-owned foreign subsidiary companies (in Canada, 
England and Australia) are included in the accompanying consolidated balance sheet as at December 31, 
1947 and 1948 at the official rates of exchange at those dates and properties are included at the approximate 
exchange rates at dates of acquisition. Adjustments of $13,940 at December 31, 1947, and $8,047 at 
December 31, 1948, arising from the conversion of the foreign accounts into U. S. dollars are included in 
the accompanying statement of income. 


















PRICE, WATERHOUSE & CO. 

RESIDENT PARTNERS: 

A. J. BLOODS WORTH, C. P. A. 

A. W. BARR, C. P. A. 

PENOBSCOT BUILDING 
DETROIT 26 


April 5, 1949 


To the Board of Directors of 
Kellogg Company: 

We have examined the balance sheet of Kellogg Company and subsidiary 
companies consolidated at December 31, 1948, and the related statement of 
income and earned surplus for the year then ended. Our examination was 
made in accordance with generally accepted auditing standards, and accord¬ 
ingly included such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. 

In our opinion, the accompanying statements present fairly the con¬ 
solidated position of Kellogg Company and its subsidiaries at December 31, 
1948 and the results of their operations for the year in conformity with 
generally accepted accounting principles applied on a basis consistent with 
that of the preceding year. 


Price, Waterhouse & Co. 


* * * * * 


COMPARATIVE RESULTS FOR LAST FIVE YEARS 
(As taken from Published Annual Reports) 


Provision for 

Net Earnings Federal Taxes Net 


Year Sales Before Taxes on Income Earnings Dividends 


1944 . $ 39,673,521 $ 5,173,357 $2,100,284 $3,073,073 $2,729,375 

1945 68,106,442 8,716,258 4,825,000 3.891,258 2,729,375 

1946 79,159,974 7,379,205 2,956,000 4,423,205 2,729,375 

1947 89,098.958 8,828,751 3,418,000 5,410,751 2,729,375 

1948™ . 104,968,734 16,248,064 6,747.000 9,501,064 4,586,659 


Note: No effect has been given in these figures to adjustments of tax reserves in the amounts of $1,207,500 
in 1946 and $139,186 in 1947 which have been credited to Consolidated Surplus Account. 















Subsidiary Companies and Branch Offices 


UNITED STATES 

KELLOGG SALES COMPANY — BATTLE CREEK, MICHIGAN 
E. J. FREEMAN, President 

E. T. SWAN, Vice-President R. P. OLMSTEAD, Vice-President 

VICE-PRESIDENTS IN CHARGE OF SALES DIVISIONS 


EASTERN DIVISION . J. N. KANE WESTERN DIVISION . G. E. ANDER 

CENTRAL DIVISION .. J. T. LEWIS PACIFIC DIVISION . V. E. MITCHELL 

SOUTHERN DIVISION . O. K. BERRY 

DISTRICT SALES MANAGERS 


ATLANTA, GA . C. W. EHLE 

BOSTON, MASS . A. F. RUSH 

CHICAGO, ILL . R. W. SAWYER 

CINCINNATI, OHIO . J. S. WHOLIHAN 

CLEVELAND, OHIO . J. W. SHARP 

DALLAS, TEXAS . L. P. STAFFORD 

DENVER, COLO . PAUL COPELAND 

DETROIT, MICH . V. J. WAUTELET 

KANSAS CITY, MO...E. G. GILTENBOTH 

LOS ANGELES, CAL . L. C. HILL 

SYRACUSE, N. Y...J, 


MEMPHIS, TENN.C. L. YARBROUGH 

MINNEAPOLIS, MINN...C. P. PETERSON 

NEW YORK, N. Y . J. J. KEENAN 

OMAHA, NEB . G. M. LIMBAUGH 

PHILADELPHIA, PA . A. V. MACLEAN 

PITTSBURGH, PA . L. F. RANSICK 

RICHMOND, VA . C. B. HUDSON 

ST. LOUIS, MO . G. W. TAYLOR 

SAN FRANCISCO, CAL...J. H. WEBSTER 

SEATTLE, WASH. . M. L. JOHNSON 

L. CHAMBERLAINE 


OMAHA. NEBRASKA. PLANT 
FRANK SORENSON, General Manager 


EXPORT DIVISION 

HAROLD F. MUNTZ, Export Sales Manager 


CANADA 

KELLOGG COMPANY OF CANADA. Limited— LONDON, ONTARIO 
GEORGE M. JOHNSTON, President and General Manager 
L. C. ROLL, Assistant General Manager 


ENGLAND 

KELLOGG COMPANY OF GREAT BRITAIN, Ltd.— MANCHESTER 
HARRY McEVOY, Managing Director 
L. P. BATSON, Assistant Managing Director 


AUSTRALIA 

KELLOGG (Australia) PROPRIETARY, Limited — SYDNEY 
A. C. ROACH, Managing Director 
R. J. DAWSON, Assistant Managing Director 


KELLOGG COMPANY OF SOUTH AFRICA (PROPRIETARY). Limited 
HARRY McEVOY, Managing Director 
J. F. MALONE, Assistant Managing Director 


LATIN AMERICAN DIVISION 
E. J. HARLAN, Manager 





























